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The following report is & copy of an undated, anonymous Chinese Communist
document consisting of loose pages dealing with various aspects of foreign
trade. The form of the original translation has been retained, together
with ite system of numbering paragraphs, which shows that, in at least one
oasa, the included notations are fragmentary.

Foreipn Trads and Coinage.

The ruble was appointed to ve the coinage of basic valus in the trade
agreements between the USSR and Poland and between the USSE and Rumania in
January 194¢., This is the first timo since the war that the USSR has
regulated, in a trade agreement, the exchange of merchandise with their
values calculated in rubles.

Note: Lln. the Soviet-Polish Trade Agreement, it has been agreed between the
two nations to exchange merolhandise to the valus of 717,000,000
rublss; in the Soviet-Rumanian Trade Agreement it has besn agreed: !
%o exchange merchandise to the value of 465,000,000 rubles.

The Kinds of Import Permit System

3, a. For the limitation of quantity and valueNO CHANG
b. For the regulation of the direction of tradge
c. For the regulation of trade content. €

4. The problems in the exscution of the Import
a. The considsration before approval, and %
b. The question of how to distribute the permiTNY
c. The wvalidity of the permit. Date:
d. The gquestion of the transference of the permit.
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The Relstionship between Foreign Trade Manaped by the Govermment and Foreign

Irade Managed by Private Citizens.

In the future our nation should adopt "Plannsd Trade" - the planned control of
imports and exports.

A,

B'i

There are two methods for carrying out trade coatrol.

The following two methods may be adopted in govermment-managed foreign
trads:

1.

21’

Partial Goverment-Managed Foreign Trade System. (At preseat the USSR
is adopting a "Sole Govermment-lanaged Foreign Trade System.” It
seems that our nation should not adopt this system for the time being,
owing to the different circumstances and requirements. The "Partial
Governmant-lanaged Foreign Trade System" is the %ransitional step from
the unplanned trade system to the "Sole Govermument-Managed Fereign
Trade System.") This system means that the government is doing a part
of the foreign trade itself. For instance, the Kuomintang (XMT) has
sole control in buying and selling four kinds of exports, such as
mineral products, tung oil, tea and bristles, but it cannot at present
control the exportation of products of other kinds. .
Merchandise Exchange Syatem. This meena that an agreement iz made
betwgen two nations for the exchange of merchandise, in order %o avoid
the troubles in the remittance procsdurs, and to have a well-planned
control over the whole or a part of the imports and exports so as to
keop them balanced. For instance, the XMT is adopting a "Merchandise
Exchange System" in trade with Japan. This method is being adopted
between the new democratic nations in southeastsrn Europs and the USSR,
and between Great Britain and the USSR, The benefits of this methed
ars:
a. To prevent the exports of the nation from being affected by the
world market.
b, To balance the incoms and expenditures in foreign trade, in order
te redues the amount of foreign remittances and gold being paid out.
¢. The date of delivery is accurate.

In our govermment-managed trade we can adopt these two methods at the sawe

tims., '

The following three methods way be adopted in privately managed foreign
trades

"1, Irport and Export Fermit System. This means that free importation and

exportation is not allowed without the permission of the goverament,
(The prohibition of import and expors is alsec included in this system. )

The exeoution of the Import Permit System.
8, Aims:
i. To save the external remittances.
ii. To resist the cheap sale.
iii. To regulate the wmarket.
iv. To make the control of the trade direotion easier.
v. To supply the country's nacessities for economic construotvion.
b. The way of execution: to arrange the order of importation as below:
First - Equipment and material for nstional defense.
Second - Heavy industrisl equipment.
Third -~ Transportation eguipmeut.
. Fourth - Light industrial machinsry and raw materials.
Fifth Cultural equipment.
Sixth - Necessary consumable materials, eto.

t
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The execution of the Export Permit System.
a. Aims:
i. To preserve the necessary materials for the nation and to
prevent the prices from getting high inside the country.
ii. To facilitate the concentration of external remittances in
the hands of the government.
jii. To prevent the materials from getting into the hands of the
ensmy.

2. Import and Export Limitation System. To allow a fixed quota of
importing and exporting to be done in a fixed period. (A system
based on the quantity or exportation of a fixed quota of & certain
kind of merchandise. The Limited Importation System adopted ‘the
KMT import and export control committes is oune of the metheds.

3, The Import-Export Link System. To limit the importation and internal
sale in order to sncourage the exportation and at the same Ytime
importation of raw materiels.

Although each of the above-mentionsd three methods has its own peculiarities,
it is worth finding out whether it is suitable to adopt these three methods
separately, or all of them at the same time. The Import and Export Control
System presently adopted by the KT seems to be three ....vee.o

Importation:

‘Besides the above-mentioned thres methods adopted by the goverament %o .

control privately managed trade, the following practioal problems created
at the present time should be dealt with.'

1. The procedure for the importation with private external remitteances.
1n order to encourage overseas capital to develop inside the oountry ,
the govermment should adopt & magnanimous attitude in this matter, but
on the condition that the imports are in accordance with the
govermment’s Import Permit Frocedurs.

2, 'The procedure for a privately managed factory, a firm, or an
individual to apply for the external remittances. The problems are:
a. The requirements in an application.
b. The quantity to be granted - awscording to what standard.

Methods of Controlling Remittances in Foreign Trade.

Exportation:

4,

The government adopts the exportation external remittance control method
with an aim to secure the external remittances, and therefore should not
strive with the citizens in their interests. (At present in ‘the domestic
market the KMT is pressing down the price of materials to be exported in
order to profit itself in the transaction.)

The payment for the merchaadise in external remittences to the export
merchants. How to be just and enable the govermment as well as theo
merchants to be benefited, This is the most imporiant problem in the
prevention of smuggling.: There are at present three external remittance
rates under the control of the KMI. There are at present three prices
(sic), the market price and the black marke®t prios, The KMT has given the
citizens a rate which is too far away from the rate in the black market,
thus oausing the export merchants either to stop their business or to take
the risk of smuggling. The problems on the external remittance rate are
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worthy of consideration. (At preseat the KMT is ordering the eu:por‘cI
merchants to sell the external remittances obtainsed in exporting and
transshipping their merchandise, to the specifio banks at the market
price.) : :

C. The standard of the export remittance control. According to the KMI®s
"™Wartime Import and Export Control Regulations,” it is necessary to comply
with the procedure of remittance control before any exportation can be made.
Only merchandise weighing less than 30 kilograms and valued at less than
CNC $200, which is carried on the shoulders to foreign places along the .
border for sale by farmers and hawkers, is exempt from this regulation. A%
present we are adopting the sams method. ,

Research on Problems.

A The problem of whether the "Export Remittance Centrol System” and the
"Link System” can exist at the same tims; their respective advantages and
" defeots.

1. Aocording to the view of the common merchants, there are very few
Chinese merchants engaged in the import and export business. (Foreign
merchants can do this concurrertly because they have mors ‘capital.)
When adopting the "Link System,” the export merchants will probably
sell the Import Permit, whioh they have obtained in the exportation,
to the .import merchants, thus readily creating an external remittance
black market. '

2; Some merchents suggest having the "Link System" because this system
has the ability to calm down the import ocontrol when the price of
materials gets-high due to the shortage in the country after the
importaticn has been striotly controlled.

3. During the initiel period, when expsrience in foreign trade control is
still insufficient, the adoption of the "Link System” within the
transitional period holds .the possibility of encouraging the import and
export merchants in the exportation which will assist the govermment in
the supply of materials. '

B, How to fix the rate of remittance ?
1. During the transitional period, it is suggested that the rate should be
atationary, and should temporarily follow the black market. The
government should, of courase, have some way to control it.

2. How to adjust the black market price and the offieial price.

¢, How to get through the difficulties in the foreign trade during the initial
period 7

1. To get through the foreign business individuals.

2. i‘o commission the civilian* trade enterprise powers in carrying out.

How to Deal with British and American Irade in China.

A, Theoretioally, we. should act in accordance with the declaration which reads:
"We are willing to build up a frieandly and equal connection with all foreign
states, including the United States, and at the same time we will protect
the lawful interests of all foreigners, including Americans, on the condition
that the entire territorial sovereignty is maintained and the nation iz not

invaded in any manner."
QAR
Ryl
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Agoording to the sbove theory, our new government should act by all
political means to ascomplish the following:

1. Nullify &1l spscial conceasions obtained by Americans during the
oivil war, such as the Sino-American Trade Pacts.

2, Nullify all special concessions of British trade in China: the
special industrial oconcessions such ag the Jardine “eaving Factory;
the concessions on wharves and godowns; and the concessions toc the
Pekin Syndicate for the operation of coal mines in Honen ¥rovinee.

Strategioally, the manner adopted in dealing with the British should be
different from that to the Ameriocans. :

1. America has obtained special concessions in China by making use of
CEIANG's civil war in China, Britain has not taken any positive part
in the war although she is very angry at America for excluding British
interests in China,

5. While the Liberation Army is approaching towards victory, Great Britain
gtil1l remains in a neutral diplomstic position, and hes even proposed
to restore trade with the North China Govermment. Obviously, Great
Britain is making use of the opposition between Ameriea and the Chinese
Communist Party %GCP) to go one step before America is trading with the
CCP in China.

3, The American merchants in China have a different wanvsr of dealing with
the CCP from that of the American Govermment. The Seoretary of State
is at a1l times hoping to maintain the old government, or even an
exiled govermment, because China is one of the five powerful members of
the United Nations, and a psrmanent member of the Seourity Counoil with
the power of vete, and is being used by Amsrica sz a legal tool in the
United Nations. DBut the Amsricen merchante, who have actual intereste
in China, are asking their govermmeat to give up its dreanm and note the
real faote, because they are afraid thet their goverament will remain
in an enemy status with regard to the new govermment, which will give
a good chance to their commercial enemies, the British.

1f we cen make good use of the strategy in dealing with British and American
trade in China, we will secure advantages, not only ia foreign trads, but also
in urging the Ameriean merchants in China to apply pressure on Washington o
alter American policies in China.

The Consessions Obbtainsd by British and American Merchants Trading in China.

In the proclamation regarding the new oxternal remittance procedure made on
17 August 1947, 29 barks were appointed to deal with extarnal remitiansces,
ineluding 12 foreign barks. The foreign bauks, such as the National City
Bank, the Chase Bark and the Underwriters ! Bank, have played an important
part in the external remitiance business. B

American Enterprises in China:
1. In gemneral.

Sinee the end of the war with Japan, the total number of American
business establishments in China has reached 204 units, while the number
of branch establishments spread all over the large ports has reached 20
anits. There are 202 establishments, or 99 percent of the whole, in
Shanghai, and 2 in Tientsin. Tientsin has the most bransh ssgtablishments,
while Hankow, Peiping, Canton, Nanking, Tsingtao and Chungking are next %o
it. There are two branch establishments in Hong Kong, but they are under
head offices in Shanghai and are therefore included among the American
enterprises in China.
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In 1948, branch offices of American enterprises in China were
distributed as follows: five in Tientsiny threc in Hankow; two each
in Peiping, Canton, Tsingtao, Hong Kong and Manking; one each in
Chungking and Shanghai,

2. Classifiocation.

Among the above mentioned 202 units, the natures of the enterprises can
be classified into 44 kinds or 16 classes.

Number of
Class Trade : : Commsrcial
Establishments

Barking : Banks
Insurance
Trade Investments
Import Central import and export
Dyestuffs
Leather
Timber
latches
Mineral pioducts
Cotton
Electrical zccessories
Machinery
Automoblles
Tobacco
Petroleum
Paper
Cement
Chemical materials and drugs
Wireless
Rofrigerator installations
Bubber tires
Motion pictures
Photographic material and equipment
‘mport agencies
Export Ege products
Pur
Embroideriea
Kanufactures Elevators
Candy
Industry Public utilities
Printing presses
Sanitary equipment
Papsr
Electricity Elesotric installations
Electric communications
Transportation Import and sxpcrt services
Steamship
: Iransportation service
Land Investment Land investment
Advertisements Advertising agency
Cultural Books and office appliances
News agencies
Broadcasting
Souvenirs
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3. Position,

Having a special standing (the special concessions given %o the

Amerioan merchant in'the Sino-American Trade Pacts), a larger capiial,

and a wider business, the American merchant in China has a position in

the foreign trade far beyond the reach of the Chinese import and export

merchants, in the following points:

a. JThe sole agent in a vertaian kind of American product,

b, The sales privilege obtained during & business competition.

¢. In receiving an order from a Chinese import merchant,

d. The business in exporting special products.

6. In affecting the world market of the Chinese produchs.

f. In obtaining & huge income in the insurance, transportation,
godown and other procedures.

In addition to this, the Awerican import and export merchants in Chins
have been supplied with external remittances by the KUT in the impord
control.

Aocording to the report for March of this year on the externsl
remittances approved by the Import and Ezport Control Committes, the
total amount of external remittances granted to American merchants
during during March was over US $3,600,000, which was almost over 30
-(sic) peroent of the whole amount of US $9,000,000.

The peculiarities of British trade in China.
1. A longer history - the Jardine Company was set up in 1823 in Canbton.

2. A huge system has been built up within the firm in i%s business. The
Jardine Company has bullt up such a systom, cousisting of shipping
departmsnt, railway investments department, wharves and godowns,
insurance departmsnt, mechanical engineering department, cold storags,
the Jardine Weaving Factory, the Packing Company, the Brewery, and the
import and export depariment. The Awericans, Japanese and French have
never had such a large-scale business in China.

3. Great Britein has invested from 280,000,000 to 460,000,000 pounds in
China, which is the largest amount when comparing with other natious.
But Amerioa has property worth more than US $100,000,000 in Shanghai
alone. : '

4. The counsotion with Hong Xong.

British firms in China. (There is no detailed investigation on British
onterprisea in China sinee the war. The
. following are those which havs come to mind.)

Firms dealing with productive equipment and materials: :
On lee and Company, Limited & 42 | B f& w 3 ) ‘
Shun Cheong Mechaniocal Enginesring Company (1 & ,% % © 1 )
Jardine Engineering Corporation, Limited )
Shanghai Coal Gas Company

Firms dealing in industrial raw wateriale:
Jardine Weaving Factory (Grented psrmission to import raw materials.)
Jardine and Company, Limiteds* ‘

Firms dealing in sundry goods, sguipment and waterjals:
Butterfield and Swire, Limited . a
Shun Cheong Enginsering Company (4% % 7}% ﬁ o8 )
Dodwell and Company, Limited
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Man Tai Company ( 1‘%.3 ﬁ* 7# 1)

Jardine Engineering Corporation, Limited
¥alcolm and Company, Limited

The Pekin Syndicate Limited ,

The Chenges of Conditions of the British Trade in China,

A. Before the incident of 18 September, Great Britain was in possession of the
following special condessions:

1.

2:

60

T

The concession of the Customs Pact. In the Treaty of Nanking, the
taxation on imports was fixed at five percent, while in the Sino-
British Tientsin Treaty the (?) was fixed at two and one-half pereent.
These rates of taxation have besn altered several times, yet China is
still unable to hawve her independent rights in customs affairs.

A, The Chinese laritime Customs Branch Office in England.

b. The salary to be converted into English pounds sterling at the
of ficial prics and remitted to the country.

The concession of the port system. In the Treaty of Yanking, the port
system, the trade repgulations between China and Great Britain, and
extraterritoriality are all privileges of the British coming to trads
in China. '

The concession to the most-favored nation.
The trade oconcsssicn along the coasta.

The river navigation concession. {This ooncession was aullified during
the final period of the war of resistance. The river navigation
concesaion in South China and Ceutral China was recently demanded again.)

The industrial invesimeat concession. {The concession was initiated by
the Japaness in the Treaty of lla Kwan, and the British followed its stepa.)

The privileges of the concession and leass. The British wers making the
oeded and leased lands into the bases of their trade.

The sphere of influence, such as the ceding of Hong Kong in the Treaty of
Nanking has controlled, the sphere of trade in Seuth Chins. In the Anglo-
Russian Pact signod in 1899, the Yangtze Valley was agreed to be the
British sphers of influsnece. Having obtained the above-mentioned specisl
concessions in Chins, Britain has been holding the top position in trads
with China befors the war.

B. The position of British trade in China after the 18 September incident, and
after the Sino-Japanese war.

19

2

During the period between the 18 September incident and the Pacifiec War,
the British merchants lost all their privileges in China to the Japanese.

After the surrsander of Japan, the special congessions to British trade
in China wors enscroached upon by the Americans.

Row to Prevent the Materials from Fleeing during the Difficult Period of

Transition, and How to Build up an Initial Trade System.

A. During the difficult period of transition, when the old goverament has
collapsed and the new organ has not yet been set up, tho disorder of the
comnunity will causs signs of fleeing and ¢oncealment of waterials.
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B, For the above reason, the new goverament éhouldy prior to its settlement,

promulgate the materials regulations:

1. To prohibit removal (a) by smuggling, (b) by concealmsnt.....
To convert the publiec properties into private properties - to store the :
materials in separate places.

2. During the pericd of freezing, to initiate a movement in investigating
the sources of the materials to bs removed, and to examine the identity
papers.,

3. To block up the land and waterway traffic in order to prevent the
exportation of materialas. If the exportationm is necessary, permission
must bs obtained from the responsible organization.

C. The release of the frogen materianls and the setting-up of an initlel trads

system.

After the initial period, when order in the community has been restored, the

govermmsnt should release the frozen materials in time to restore the

prosperity of ths city.

a. Apart from confiscating bureaucratic capital, all private materials
belonging to the citizens should bs relsased.

b. All materials which have been confiscated previously will be released
upon the production of the identity papers.

c. The grant of export permits. (To set up an import and export

 organization in issuing the permits.)

d. The industrial and commercial remittance permit. {To be deslt with by
the government banka. The amount is to be limited.) ;

6. The transportation of merchandise. Privileges to be given to privately
managed transportation establishments.,

How to reopen foreign trade.
1. Difficulties may be euncountersd in foreign trade during the initiel
period.
a. The foreign merchants may adopt a hesitating manner towards the new
goverrment. .

b. The traffic was blockaded or was affected by the wer, and way not be )
cleared up for the tims being.
¢. Obstruction or destruction by the foreign government.

2. How %o cleer up the obstruction to the foreign trade.

2. The oareful management of the foreign merchents® properties in China.

b. To get through the relationship of the privately managed business
and the foreign merchants.

¢. To get through directly the private trade of the foreign merchants.

d. The govermment to operate the merchandise exchange.

8. To make uss of the husiness rivalries between the nations which ars
trading with China.

3. How to deal with the XMT which is destroying the traffic ot forsign
trads,

a, When Shanghei and Tieantsia restore their foreign trade, tie KMT will
most. probably make use of its vavy based on Taiwan to destroy our
overseas trade.

b. How to deal with, for instenoce, the maintensnce of traffic between
Hong Xong and Shanghai,

i. To hire foreign vessels for the above purposs.,

ii. To meke use of big junks, the kind of junk that used %o ply
between Illong Kong and Taiwen, Hong Kong and Shanghai, and Hong
Kong and Tsam Kong, during the Japansse oocupation,
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iii, To wmaie use of the Cheokiaag-Fiangsi Railvay, the Canbons=l'ugkow
Railway, and the Canton-Kowlooa Railway,
iv. To make use of air traffie.

25X1A

* ;&@2&. The translator used“civilian” throughout this dooument,
in ocontexts where the meaning was either "private" or "citizen." In sditing.
these words have been substituted as ssemed appropriate. .

*k Comment. The reference is presumably to Jardine, Math
25X1A Company" Limited. = . ¥ , tlathegson and
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